Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 

Message Text 

LIMITED OFFICIAL USE 

PAGE 01 TEL AV 05024 111432Z 

ACTION TRSE-00 

INFO OCT-01 NEA-10 ISO-00 L-03 EB-07 H-01 /022 W 

006419 111435Z/41 

P 111402ZJUL77 

FM AMEMBASSY TEL AVIV 

TO SECSTATE WASHDC PRIORITY 7152 


LIMITED OFFICIAL USE TEL AVIV 5024 

E.O. 11652: N/A 
TAGS: EFIN, IS 

SUBJECT: INCOME TAX TREATY: GRANTS AND COMPULSORY LOANS 

REP: STATE 159250 AND PREVIOUS 

1. BEGIN UNCLASSIFIED. NEUDORFER TOLD EMBASSY THAT 
COMPULSORY LOAN AND TREATY GRANT PROVISIONS HAVE SOME, 
ALBEIT MINOR, RELEVANCE UNDER CURRENT ISRAELI LAW. 
COMPULSORY LOAN OF 19 PERCENT IS OFPERED AS AN OPTION 
FOR APPROVED ENTERPRISE IN PLACE OF STRAIGHT 7 1/2 
PERCENT INCOME TAX ON DIVIDENDS. EMPLOYER'S COMPULSORY 
LOAN OF 4 1/2 PERCENT ALOS REMAINS APPLICABLE. 

2. ISRAELI INVESTMENT LAW PROVIDES THAT GRANT MAY BE 
MADE TO APPROVED ENTERPRISE WHOLLY OR PARTLY OWNED BY 
A FOREIGN CORPORATION REGISTERED IN ISRAEL OR BY 

A FOREIGN LIMITED PARTNERSHIP. NEUDORFER STATED 
THAT CHANGES IN THE ISRAELI INVESTMENT LAW ARE LIKELY WHICH 
WILL MAKE THE TREATY PROVISION ON GRANTS MORE RELEVANT. 
END UNCLASSIFIED 

3. BEGIN LIMITED OFFICIAL USE . NEUDORFER SAID 
THAT, IN HIS OPINION, TAX LAW CHANGES IN BOTH THE 
U.S. AND ISRAEL REQUIRE THAT THE TREATY BE REVISED. 

HE IS RECOMMENDINGVTHIS POSITION TO THE FINANCE 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 TEL AV 05024 111432Z 

MINISTER. HE ASKED WHETHER IT IS POSSIBLE TO AMEND 
THE TREATY ONCE IT COMES BEEORE THE SENATE FOR 
CONSIDERATION, AND ASKED FOR A REPLY ON AN URGENT BASIS. 
LEWIS 
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